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LWLVH[SHFWHGWKDW,VODPLFEDQNLQJZLOOEHDEOHWRDWWUDFWWRRIWKHWRWDOVDYLQJVRIWKH0XVOLP
SRSXODWLRQZRUOGZLGHZLWKLQ WKHQH[W IHZ\HDUV $UFKHU	$KPHG$FFRUGLQJ WR/RQGRQEDVHG
,)6/WKH6KDULµDKFRPSOLDQWDVVHWVJUHZXSWREQDWWKHHQGRIZKLFKLVXSIURPEQ
LQDQGDERXWWKUHHTXDUWHUVXSIURPEQLQ+LOO$FFRUGLQJWR(O+DZDU\*UDLV	
,TEDO  WKH SURPLVLQJ SURVSHFW DQG FKDOOHQJHV IDFLQJ WKH ,VODPLF ILQDQFLDO LQGXVWU\ KDYH UDLVHG
MXULVGLFWLRQDO LVVXHV WKDW KDYH OHG WR WKH HVWDEOLVKPHQW LQWHUQDWLRQDO RUJDQL]DWLRQV DQG LQWHUQDWLRQDO
VWDQGDUG VHWWHUV VXFK DV $FFRXQWLQJ DQG $XGLWLQJ 2UJDQL]DWLRQ )RU ,VODPLF )LQDQFLDO ,QVWLWXWLRQV
$$,2), ,QWHUQDWLRQDO ,VODPLF 5DWLQJ $JHQF\ $,5$ ,VODPLF )LQDQFLDO 6HUYLFHV %RDUG ,)6%
/LTXLGLW\ 0DQDJHPHQW &HQWUH /0& HWF WR DGGUHVV WKH LVVXHV LQ WKH LQGXVWU\ DQG JXLGHOLQHV LQ LWV
SUDFWLFHDQGJRYHUQDQFH$WWKHVDPHWLPHLWLVHTXDOO\LPSRUWDQWWRQRWHWKHSHUWLQHQWUROHRIWKH8QLWHG
1DWLRQV &RPPLVVLRQ RQ ,QWHUQDWLRQDO 7UDGH /DZ 81&,75$/ LQ GHYHORSLQJ WKH LQWHUQDWLRQDO
IUDPHZRUN IRU SURJUHVVLYH KDUPRQL]DWLRQ DQG PRGHUQL]DWLRQ RI WKH LQWHUQDWLRQDO WUDGH ODZ 7KH
FRPSOLDQFHZLWKWKHVWDQGDUGVLVVXHGE\WKHVHHQWLWLHVLVQRWPDQGDWRU\EXWRQFHLWLVLQFRUSRUDWHGLQWRWKH
GRPHVWLF UHJXODWLRQV LW FDUULHV ELQGLQJ HIIHFW XSRQ WKH VXEMHFWV RI WKDW VWDWH SDUW\+RZHYHU WKHUH DUH
WLPHV ZKHUH WKH GLVSXWH DULVHV EHWZHHQ FRQWUDFWLQJ SDUWLHV :KDW PRUH LI WKH FRQWUDFW LQYROYHV
LQWHUQDWLRQDO WUDGHHOHPHQW7KHZLOOEHDEDWWOHRIVHHNLQJSUHYDLOLQJJRYHUQLQJ ODZWRDGMXGLFDWH WKHLU




ILQDQFH LQGXVWU\ LQ IDFLQJ JOREDOL]DWLRQ HYROXWLRQ DQG ILQDOO\ LW SURSRVHV WKH VWDQGDUGL]DWLRQ RI OHJDO
IUDPHZRUNIRU,VODPLFILQDQFH
5HVHDUFKPHWKRGRORJ\
7KH SDSHU HPSOR\V TXDOLWDWLYH PHWKRG RI UHVHDUFK 7KH SDSHU UHYLHZV DQG DQDO\VHV WKH SUHYLRXV





6WDQGDUGV HQKDQFH WKH SURGXFW YDOXH *LIIRUG  6WDQGDUGV HLWKHU LQWHUQDWLRQDO RU GRPHVWLF DUH
YROXQWDU\LQQDWXUH3LVWRU6ZDQQ,WVELQGLQJHIIHFWZLOORQO\PDWHULDOL]HXSRQDGRSWLRQLQ
WKHGRPHVWLFODZRUUHJXODWLRQ3LVWRU3DWWHUVRQ6ZDQQ 7KHGLIIHUHQFHEHWZHHQD
VWDQGDUG DQG VWDQGDUGLVDWLRQ OLHV LQ FRPSOLDQFH :KLOH FRQIRUPLW\ ZLWK VWDQGDUGV LV YROXQWDU\
VWDQGDUGLVDWLRQVDUHE\QDWXUHPDQGDWRU\7KH\KDYHGLIIHUHQWLPSOLFDWLRQVIRULQWHUQDWLRQDOWUDGH,IDQ
LPSRUWHGSURGXFWGRHVQRWIXOILOWKHUHTXLUHPHQWVRIDVWDQGDUGLVDWLRQLWZLOOQRWEHDOORZHGWREHSXWRQ
VDOH *LIIRUG  3RUDW	*LOR 0DWVXVKLWD 0DWVXVKLWD  IXUWKHU DVVHUWHG WKDW LQ
UHFHQW \HDUV WKH QXPEHU RI WHFKQLFDO UHJXODWLRQV DQG VWDQGDUGV DGRSWHG E\ FRXQWULHV KDV JURZQ




7KH LQWHJUDWLRQ RI JOREDOPDUNHW DV D UHVXOW RI JOREDOLVDWLRQ SURFHVV XUJHV WKH QHHG RI LQWHUQDWLRQDO
KDUPRQLVDWLRQ 3LVWRU  ,VODPLF ILQDQFH LV SDUW RI WKH JOREDO SOD\HUV $ QXPEHU RI LQWHUQDWLRQDO
RUJDQL]DWLRQVZHUHHVWDEOLVKHGDVWKHVWDQGDUGVVHWWHUVWRVWUHQJWKHQDQGKDUPRQL]HSUXGHQWLDOSUDFWLFHVRI
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WKHLQGXVWU\SOD\HUV(O+DZDU\HWDO0DQ\DXWKRUVSRLQWHGRXWWKDWWKHUHLVDQXUJHQWQHHGIRU
VWDQGDUGLVDWLRQ ZLWKLQ WKH ,VODPLF ILQDQFH LQGXVWU\ ,), 6RPH KROG WKDW ZH GR QRW DUJXLQJ WKDW
GLIIHUHQFHVRIRSLQLRQDUHSDUWRIWKHEHDXW\RI,VODPDQGDVVXFKSRVHQRWKUHDWWRWKH,),2WKHUVZKLOH
DFNQRZOHGJLQJ WKH YDOLGLW\ RI GLIIHUHQFHV RI RSLQLRQ DUJXH WKDW IRU WKH ,VODPLF ILQDQFLDO LQGXVWU\ WR
SURVSHUZHQHHGWRVWDQGDUGL]HUXOLQJVRQEDVLFSURGXFWVWRKHOSWKHJURZWKRI,VODPLFEDQNVDQGILQDQFLDO
LQVWLWXWLRQV,WLVULJKWO\SRLQWHGRXWWKDWGLIIHUHQWRSLQLRQVRQVLPLODULVVXHVJLYHQE\GLIIHUHQWVFKRROVRI






7KH ODFN RI VWDQGDUGLVDWLRQ RI ,VODPLF EDQNLQJ SURGXFWV DFURVV WKH GLIIHUHQW MXULVGLFWLRQV FUHDWHV
REVWDFOHV DW WKH LQWHUQDWLRQDO OHYHO 6PROR  $OYL  $SDUW IURP UHGXFLQJ FRQIXVLRQ DQG
LQFUHDVLQJ HIILFLHQF\ VWDQGDUGLVDWLRQ ZRXOG LQFUHDVH FRQVLVWHQF\ DQG WUDQVSDUHQF\ UHGXFH FRVWV DQG
SURYLGHPRUHWLPHIRULQQRYDWLRQ/HPOH\	0F*RZDQ3LVWRU&XUUDQ*LIIRUG
*LOR	 3RUDW .DPDO  3DWWHUVRQ  6KDQPXJDP	 =DKDUL  VXJJHVWHG WKDW RQH RI WKH
VROXWLRQ WRKDUPRQL]H WKHSUDFWLFH LQ ,VODPLF ILQDQFH LVYLDHVWDEOLVKLQJDQ,QWHUQDWLRQDO6KDULDK%RDUG
WKDWZRXOGFRQVLVWRIPHPEHUVIURPDOOVFKRROVRIODZDQGZKRVHGHFLVLRQVZRXOGEHPDQGDWRU\IRUDOO
MXULVGLFWLRQV:LWKRXW VWDQGDUGLVDWLRQ LW VHHPV WR VXJJHVW WKDW WKH ,VODPLF )LQDQFLDO ,QVWLWXWLRQV ,),V
ZLOOVXIIHULQWKHORQJUXQ7KHEHVWH[DPSOHLVWKHFDVHRI%D\%LWKDPDQ$MLO%%$ZKLFKLVUHMHFWHGE\
0LGGOH(DVWHUQVFKRODUVEHFDXVHLWLQYROYHVED\¶DOµLQDKEXWLVEHLQJZLGHO\SUDFWLFHGLQ0DOD\VLDDQG
VRPH RWKHU FRXQWULHV 7KH LPSOHPHQWDWLRQ RI LGHQWLFDO GRFXPHQWDWLRQ LQ DOO ILQDQFLDO LQVWLWXWLRQV












D IHZ LQWHUQDWLRQDOO\ UHFRJQL]HG ERGLHV WKDW DUH GHYHORSLQJ FRPPRQ UHJXODWRU\ VWDQGDUGV IRU ,VODPLF
ILQDQFLDO LQVWLWXWLRQV<DDFREHWDO7KH\LQFOXGHWKH$FFRXQWLQJDQG$XGLWLQJ2UJDQLVDWLRQIRU
,VODPLF)LQDQFLDO ,QVWLWXWLRQV $$2,), WKH ,VODPLF)LQDQFLDO6HUYLFHV%RDUG ,)6% WKH ,QWHUQDWLRQDO
,VODPLF )LQDQFLDO 0DUNHW ,,)0 DQG WKH ,QWHUQDWLRQDO ,VODPLF 5DWLQJ $JHQF\ ,,5$ 7KH\ DUH WKH
LQWHUQDWLRQDO VWDQGDUGV LVVXHUV LQ WKH DUHD RI ,VODPLF ILQDQFH E\ LVVXLQJ JXLGHOLQHV DQG SUDFWLFH
UHFRPPHQGDWLRQV$SDUW IURP WKHDERYHERGLHV WKHUHDUH VRPHRWKHU LQWHUQDWLRQDORUJDQLVDWLRQVZKLFK
SXEOLVK DXWKRULWDWLYH RSLQLRQV WKDW KDYH EHHQ UHIHUUHG WR E\ ,VODPLF ILQDQFLDO LQVWLWXWLRQV DQG DJHQFLHV
DFURVVWKHJOREHIRUH[DPSOHWKH,QWHUQDWLRQDO,VODPLF)LTK$FDGHP\RIWKH2UJDQLVDWLRQRIWKH,VODPLF
&RQIHUHQFH 2,&)LTK$FDGHP\ $OH[DNLV	7VLNRXUDV ,W LV FHUWDLQ WKDW WKHVH LQVWLWXWLRQVFDQ
SOD\DPDMRUUROHLQGHYHORSLQJ,VODPLFILQDQFHDQGEULQJLQJLWWRDPRUHVWDQGDUGL]HGOHYHOZKLFKZLOO
EHQHILW WKLV LQGXVWU\ $V VWDQGDUGV RU JXLGHOLQHV DUH SHUVXDVLYH LQ QDWXUH WKH FRPSOLDQFH ZLWK WKH
SXEOLVKHG VWDQGDUGV IDWZDV DQG UHVROXWLRQV RQ ,VODPLF ILQDQFLDOPDWWHUV LV QRWPDQGDWRU\+HQFH WKH
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7KH ODQGPDUN FDVHRI%H[LPFR3KDUPDFHXWLFDOV/WG Y6KDPLO%DQNRI%DKUDLQ(& >@(:&$
&LY FDXVHG VLJQLILFDQW DSSUHKHQVLRQ LQ WKH LQGXVWU\7KH(QJOLVK FRXUW UXOHGRQ WKH FDVHRI6KDPLO
%DQNRI%DKUDLQ³6KDPLO%DQN´ZKLFKSURIHVVHVWRFRQGXFW,VODPLFEDQNLQJEXVLQHVVLQOLQHZLWKWKH
6KDULDK%H[LPFR3KDUPDFHXWLFDOV/WGDQGWKHRWKHUV³%H[LPFR´DUH%DQJODGHVKLFRPSDQLHVLQYROYHG
LQ WKH PDQXIDFWXUH H[SRUW DQG LPSRUW RI SKDUPDFHXWLFDOV WR DQG IURP %DQJODGHVK 7KH0XUDEDKDK
DJUHHPHQW FRQWDLQHG WKH IROORZLQJ JRYHUQLQJ ODZ FODXVH ³6XEMHFW WR WKH SULQFLSOHV RI WKH *ORULRXV
6KDULDK WKLV$JUHHPHQW VKDOOEHJRYHUQHGE\DQGFRQVWUXHG LQDFFRUGDQFHZLWK WKH ODZVRI(QJODQG´
7KH FRXUW KHOG WKDW 6KDULDK ZDV QRW WR EH FRQVLGHUHG D V\VWHP RI ODZ GHVLJQHG WR VXSHUVHGH WKH
DSSOLFDWLRQRI(QJOLVKODZDVWKHJRYHUQLQJODZ$V(QJOLVKODZZDVDSSOLHGLQWKLVFDVHWKHSULQFLSOHV




$QRWKHU JRRG H[DPSOH HYLGHQFLQJ WKH LVVXHV LV WKH DSSOLFDWLRQ RI /HWWHU RI &UHGLW /& LQ ,VODPLF
ILQDQFH SUDFWLFH7KH/& LV RQH RI WKH SD\PHQWPHFKDQLVPV LQ LQWHUQDWLRQDO WUDGH ,W KDV EHHQZLGHO\
XVHGSDUWLFXODUO\LQWUDGHWUDQVDFWLRQVZKHUHWKHVHOOHUDQGWKHEX\HUGRQRWUHVLGHLQWKHVDPHFRXQWU\
7KHUROHDQGIXQFWLRQRIWKH/&LVWRSURYLGHHIILFLHQWSD\PHQWWKURXJKWKHEDQNDVDUHOLDEOHSD\PDVWHU
IRU DGYDQFH SD\PHQW $V 8&3  LV DSSOLFDEOH RQ /& LQFOXGLQJ ,VODPLF /& WKH WHUP ³LQWHUHVW´ DV
H[SUHVVHGLQ$UWLFOHRI8&3UHIHUVWRWKH³SHQDOW\´DPRXQWWKDW LV WREHSDLGE\WKH/&LVVXLQJ
EDQNWRWKHUHLPEXUVLQJEDQNLQWKHHYHQWRIIDLOXUHWRSURYLGHUHLPEXUVHPHQWZLWKRXWGHOD\$VLQWHUHVW






KH FDQQRW FODLP WKDW KLV SXUFKDVHV ZHUH GHIHFWLYH XQOHVV KH SURWHFWHG KLPVHOI E\ REWDLQLQJ H[SUHVV




RI MXULVGLFWLRQ ODFNRI SURSHU ODZV JXLGHOLQHV DQG LQVWLWXWLRQV WRGHDOZLWK LQVROYHQF\ DQG LQVXIILFLHQW
QXPEHU RI TXDOLILHG LQVROYHQF\ SUDFWLWLRQHUV WUXVWHHV DQG DGYLVRUV LQ LQVROYHQF\ SURFHGXUHV DQG
HQIRUFHPHQWUHPDLQDVWKHNH\KXUGOHVLQ,VODPLFILQDQFHVSKHUH$V,VODPLFILQDQFHLVYHU\PXFKLQYROYH
LQ LQWHUQDWLRQDO WUDGH KRZ WKHVH VWDQGDUGV FDQ EH VHHQ DV ZLWKLQ WKH LQWHUQDWLRQDO QRUPV 7KLV PD\
FUHDWHWKHOHJDOXQFHUWDLQW\LQWKHWUDGHLWVHOI,QGHHGWKHVWDQGDUGVDQGJXLGHOLQHVSURGXFHGE\WKHORFDO
DXWKRULW\ VXFK DV 6HFXULWLHV &RPPLVVLRQ RI0DOD\VLD DQG&HQWUDO %DQN RI0DOD\VLD ELQGV WKH SOD\HUV
GRPHVWLFDOO\+RZHYHUWKHJOREDOWUDQVDFWLRQZLOOQRWEHERXQGE\DOOWKHJXLGHOLQHVXQOHVVDUHFLSURFLW\
RU HQJDJHPHQW YLDPXOWLODWHUDO WUHDWLHV LV IRXQGHG XSRQ LQWHUHVWHG FRXQWULHV:RXOG6KDULDKQRUPV EH
UHFRJQLVHGDVLQWHUQDWLRQDOQRUPVLQGHDOLQJZLWKVWDQGDUGLVDWLRQ"7KHQH[WTXHVWLRQPD\EHSRVHGLVWKDW
KRZ ZRXOG WKH PDQPDGH ODZ EH LW FRPPRQ ODZ &LYLO ODZ RU RWKHU ODZV UHFRJQLVH WKH VDQFWLW\ RI
6KDULDKLQFRQYHQWLRQDOLGLRP"
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&RQFOXVLRQDQGUHFRPPHQGDWLRQV
8QLODWHUDO VWDQGDUGV VHWWLQJ FDQ KDYH QHJDWLYH LPSOLFDWLRQV RQ LQWHUQDWLRQDO WUDGH 3LVWRU 
3UHYLRXV UHVHDUFK VXJJHVWHG WKDW VWDQGDUGL]DWLRQZLOO LQYLWH SRVLWLYH LPSDFW WR WKH LQWHUQDWLRQDO SOD\HUV
3LVWRU3DWWHUVRQ6ZDQQ$V,VODPLFILQDQFHLVSDUWRIWKHLQWHUQDWLRQDOWUDGHDUHDWKH
VWDQGDUGL]DWLRQ FRXOG LPSDFW LWV RSHUDWLRQ DQG SUDFWLFHV 7KH GRPLQDQFH RI ZHVWHUQ FRUSRUDWLRQV KDV
UHVXOWHG LQ QRW MXVW WKH PRGHUQL]DWLRQ RI WKH QDWLRQV EXW DOVR WKH LPSRUWDWLRQ RI :HVWHUQ YDOXHV
SKLORVRSKLHV DQG OLIHVW\OHV ZHVWHUQL]DWLRQ 6WDQGDUGLVDWLRQ RI FRPPRQ DJUHHPHQWV ZRXOG VDYH WLPH
HIIRUWVDQGUHVRXUFHVJLYLQJWKH,VODPLFILQDQFHSUDFWLWLRQHUVH[WUDVSDFHWRIRFXVRQPXFKQHHGHGDUHDV
VXFKDVSURGXFWGHYHORSPHQW  ,PSOHPHQWLQJVWDQGDUGL]HG ODZVZLWK UHJDUG WR WKH ,),ZRXOGGHILQLWHO\
IRVWHULWVSURVSHULW\6WDQGDUGDORQHLVLQFRPSHWHQWWRGULYHWKHLQGXVWU\JOREDOO\:KLOHVWDQGDUGLVDWLRQLV
SURSRVHG E\ WKH SDSHU LPSHGLPHQWV WRZDUGV UHFRJQLWLRQ DW LQWHUQDWLRQDO OHYHO RI GLIIHUHQW QRUPV DUH
KLJKOLJKWHG ,QFRQFOXVLRQ WKLVSDSHUFODLPV WKDWPHUH VWDQGDUGVDUHQRWHQRXJK WRGULYH WKHJURZWKRI
,VODPLFILQDQFHLQGXVWU\)XUWKHUVWDQGDUGLVDWLRQPXVWFRPHIURPWKHUHFRJQLVHGHQWLW\LQGHDOLQJZLWK
,VODPLF)LQDQFHFRPELQLQJ WKHHIIHFWLYH OHJDO UHJLPH WREHDSSOLFDEOHJOREDOO\ ,QIDFLQJJOREDOLVDWLRQ
,VODPLF ILQDQFH SOD\HUV QHHG WR KDYH VWDQGDUGLVDWLRQ LQ OHJDO IUDPHZRUN IRU FHUWDLQW\ DQG FUHDWH
FRQILGHQFH DPRQJ WKH LQYHVWRUV7KH LQGXVWU\ VKRXOG VWULYHRQ IRU JXLGHOLQHVRUPRGHO ODZVZKLFK DUH
HTXDOWROHJLVODWLYHJXLGHVRUDPRGHOSURYLVLRQVWREHDGRSWHGE\WKHFRXQWULHVZKLFKLVDFFHSWDEOHE\
LQWHUQDWLRQDO FRPPXQLW\ QRUP  7KHUH PXVW EH FRQFHUWHG HIIRUWV DPRQJ WKH SOD\HUV WR FUHDWH OH[
PHUFDWRULDWRZDUGVDQRWKHUOHYHORIFODLPHGFRPIRUW]RQHLQLQWHUQDWLRQDO,VODPLFILQDQFHDWJOREDOSKDVH
ZKLFK LV LQWHUQDWLRQDOO\ UHFRJQLVHG6WDQGDUGL]DWLRQ FRXOG HYHQWXDOO\ HOLPLQDWH WKHQHHG IRU D6KDUL¶DK
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